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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  are  reports  on  the  audit  of  the  following 

Comprehensive  Employment  and  Training  Act  subgrants : 

76-56054  Awarded  to  the  Human  Rights  Commission  -  Department 
of  Labor 

76-56055  Awarded  to  the  Equal  Employment  Opportunity  Bureau  - 
Department  of  Administration 

76-56056  Awarded  to  the  Indian  Coordinator  -  Department  of 
Community  Affairs 

These  audits  were  conducted  by  Ernst  and  Ernst,  CPA's,  under  a 
contract  between  the  firm  and  our  office.   The  comments  and  recom- 
mendations contained  in  these  reports  represent  the  views  of  the  firm 
and  not  necessarily  the  Legislative  Auditor. 

The  agencies'  responses  to  the  report  recommendations  are  included 
in  the  back  of  this  report. 

Respectfully  submitted, 

Morris  L.  Brusett,  CPA 
Legislative  Auditor 
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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  reconunendations  together  with  a  notation  as  to  whether 
the  agencies  concur  or  do  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  reports  and  the  audited  agencies'  replies  thereto  and  also  as 
a  ready  reference  to  the  supporting  comments.   The  full  replies  of  the 
agencies  are  included  in  the  back  of  this  report. 

Page 
Subgrant  Number  76-56054 

That  a  charge  be  made  each  month  for  rent  and  telephone 

expenses.  9 

Agency  Reply;   Concur.   See  pages  2  and  3. 

Subgrant  Number  76-56055 

No  specific  recommendations  were  made,  and  no  written 
response  was  solicited. 

Subgrant  Number  76-56056 

No  specific  recommendations  were  made,  and  no  written 
response  was  solicited. 
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AUDIT  REPORT 

CETA  SUBGRANT  NUMBER  76-5605A  AWARDED  TO 
HUMAN  RIGHTS  COMMISSION 

HELENA,  MONTANA 
SUBGRANT  PERIOD  FROM  JULY  1,  1975  TO  SEPTEMBER  30,  1976 


CONTENTS 

Accountants'  Report  Page  3 

Schedules: 

A  -  Status  of  Federal  Funds  4 

B  -  Statement  of  Accrued  Expenditures  5 

C  -  Accrued  Expenditures  by  Program  Activity  6 

D  -  Summary  Schedule  of  Questionable  Expenditures  7 

E  -  Compliance  and  Internal  Control  8 


Ernst  &  Ernst 

2700Seattle-First  NatioMcil  Bank  Bkl.i  •   1001  FouitliAvo  •  Seattle.  WA  981  54  •  Phone  ?0G/G22-0610 
February    16,    1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Subgrant 
number  76-56054  awarded  to  the  Human  Rights  Commission  (Subgrantee)  for  the 
period  July  1,  1975  to  September  30,  1976,  including  transactions  to  the  final 
close  out  at  October  28,  1976. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 

The  subgrant  agreement  was  for  $28,400.00  all  of  which  was  advanced  to  the  sub- 
grantee.   Costs  of  the  subgrantee  totaled  $27,822.76  from  which  audit  samples 
were  drawn.   Schedule  D  lists  no  questionable  expenditures  disclosed  by  our 
sample.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual  basis  of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  which  relates  to  the  subgrant  for  the  period  July  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  October  28,  1976. 

We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the  findings 
resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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AUDIT  REPORT 

CETA  SUBGRANT  NUMBER  76-56055  AWARDED  TO 
EQUAL  EMPLOYMENT  OPPORTUNITY  BUREAU  -  DEPARTMENT  OF  ADMINISTRATION 

HELENA,  MONTANA 
SUBGRANT  PERIOD  FROM  JULY  1,  1975  TO  SEPTEMBER  30,  1976 
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Ernst  &  Ernst 

2700  Seattle-First  National  Bank  BIdg  •  1001  Fourtli  Ave  •  Seattle, 'TVA  981  54  .  Pliune  206/622-0610 
February  16,  1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Subgrant 
number  76-56055  awarded  to  the  Equal  Employment  Opportunity  Bureau,  Department 
of  Administration  (Subgrantee)  for  the  period  July  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  January  21,  1977. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 

The  subgrant  agreement  was  for  $16,250.00  all  of  which  was  advanced  to  the  sub- 
grantee.   Costs  of  the  subgrantee  totaled  $17,082.00  from  which  audit  samples 
were  drawn.   Schedule  D  lists  no  questionable  expenditures  disclosed  by  our 
sample.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual  basis  of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  which  relates  to  the  subgrant  for  the  period  July  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  January  21,  1977. 

We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the  findings 
resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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AUDIT  REPORT 

CETA  SUBGRANT  NUMBER  76-56056  AWARDED  TO 
INDIAN  COORDINATOR  -  DEPARTMENT  OF  COMMUNITY  AFFAIRS 

HELENA,  MONTANA 
SUBGRANT  PERIOD  FROM  JULY  1,  1975  TO  SEPTEMBER  30,  1976 


CONTENTS 

Accountants'  Report  Page  3 
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A  -  Status  of  Federal  Funds  4 

B  -  Statement  of  Accrued  Expenditures  5 

C  -  Accrued  Expenditures  by  Program  Activity  6 

D  -  Summary  Schedule  of  Questionable  Expenditures  7 
E  -  Compliance  and  Internal  Control                           '  8 


Ernst  &Ernst 

2/00  Seattle-First  Ndliuiidl  Bank  BIdn  •  100''  Fourth  Ave  •  Seattle.  VVA  981  54  .  Plu^iic  20(i/G22-Oi;iO 
February    16,    1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Subgrant 

number  76-56056  awarded  to  the  Indian  Coordinator  -  Department  of  Community 

Affairs  (Subgrantee)  for  the  period  July  1,  1975  to  September  30,  1976,  includ- 
ing transactions  to  the  final  close  out  at  January  21,  1977. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 

The  subgrant  agreement  was  for  $7,722.00  of  which  $6,132.49  was  advanced  to 
the  subgrantee.   Costs  of  the  subgrantee  totaled  $6,132.49  from  which  audit 
samples  were  drawn.   Schedule  D  lists  no  questionable  expenditures  disclosed 
by  our  sample.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual  basis 
of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  which  relates  to  the  subgrant  for  the  period  July  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  January  21,  1977. 

We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the  findings 
resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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Legislative  Audit  Committee 
Montana  State  Legislature 
Office  of  Legislative  Auditor 
State  Capitol 
Helena,  Montana  59601 

Gentlemen: 


October  12,  1977 


Enclosed  are  the  audit  drafts  for  CETA  Fiscal  Year  1976  subgrant 
76-56054,  76-56055  and  76-56056. 

We  find  the  response  from  the  Montana  Human  Rights  Commission  for 
subgrant  76-56054  acceptable. 

No  written  responses  were  required  from  the  Equal  Employment  Opportunity 
Bureau  for  subgrant  76-56055  or  from  the  Indian  Coordinator  for  subgrant 
76-56056,  as  there  were  no  questionable  costs  nor  exceptions  noted. 

Sincerely, 


BRUCE  H.    CTeROSlER 
Executive  Director 


Enclosure 
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July  28,  1977 


Legislative  Audit  Committee 

Mr.  Bruce  DeRosier,  Executive  Director 
Governor's  Employment  and  Training  Counsel 

Raymond  D.  Brown,  Administrator  //\/y 
Human  Rights  Division  ^ 

Audit  Report 

I  have  read  the  audit  report  for  CETA  subgrant  No.  76-56054, 
Human  Rights  Commission  and  the  following  are  the  Division's 
response  to  the  exceptions  listed. 

General  Comment 

In  March  1977,  Ms.  Rae  Haas,  CPA,  was  employed  by  the 
Commissioner  of  Labor  and  Industry  to  provide  technical  assis- 
tance and  administrative  supervision  of  the  accounting  functions 
for  the  group  of  Labor  and  Industry  Divisions  identified  on 
SBAS  as  Agency  6601   —   Labor  Standards  Division. 

Ms.  Haas  found  that  accounting  procedures  were  inadequate 
and  often  inaccurate.   There  were  numerous  coding  errors, 
incorrect  entries,  hand-kept  records  which  were  never  re- 
conciled with  the  statewide  computerized  system  and  lack  of 
meaningful  monitoring  of  accounting  reports.   As  the  various 
programs  were  reviewed  and  corrections  made  in  the  system 
Ms.  Haas  revised  procedures  and  submitted  corrected  reports 
to  other  agencies. 

Allocation  of  Charges 

We  agree  that  charges  for  rent  and  telephone  costs  were 
arbitrarily  determined.   The  amounts  used  were  those  agreed 
upon  in  the  budgeting  setting  process.   Although  a  cost 
allocation  plan  is  indicated  in  the  regulations  and  may  even 
have  been  suggested  by  the  GETC  staff,  no  one  involved  in  the 
Division  accounting  at  that  time  had  the  technical  expertise 
to  establish  a  plan.   Although  it  is  rather  late,  Ms.  Haas 
will  attempt  to  develop  and  implement  a  plan  for  FY  197  8,  and 
will  assure  implementation  for  the  FY  1979  subgrant. 

CETA  Close  Out  Report 

The  original  CETA  Close  Out  Final  Expenditure  Report 
for  subgrant  76-56054  had  been  based  entirely  on  hand-kept 
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ledgers.   As  Ms.  Haas  began  to  reconcile  the  reports  with  the 
statewide  system,  she  found  two  invoices  listed  twice,  and  other 
charges  not  reported  in  the  proper  period.   A  corrected  report 
was  prepared  and  submitted  in  March,  and  an  additional  $220.40 
was  requested,  and  received,  to  balance  the  cash.   Apparently 
the  audit  was  also  based  on  the  hand-posted  records  instead 
of  SBAS  and  did  not  disclose  the  discrepancy.   All  CETA  accounting 
is  now  recorded  on  the  statewide  system  and  a  cash  ledger  has 
been  established.   The  expenditures  and  cash  are  reconciled 
monthly  and  future  reports  should  be  prepared  accurately  and 
on  a  timely  basis. 
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